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On the Casualties to which Contracts of Life Assurance are Liable. 

JN greater encouragement can probably be given to the practice 
of life assurance than the making its contracts as secure as the 
nature of them will admit, and the rendering as light as possible 
the consequences of any breach of them. How strongly this is 
felt by those more immediately interested in the extension of the 
system may be seen in the constant efforts, more or less legiti- 
mate, made by them in this direction. Thus, from more than one 
quarter the public has the offer of "indisputable" policies, and, 
from others, " unchallengeable" ones ; and Companies are not 
wanting which liberally enough intimate that they hold, for a 
considerable time, at the disposal of the assured, the value of the 
assurance which he has accidentally or intentionally altogether 
abandoned. 

It is curious to observe, on the other hand, that the practice of 
many Companies is quite opposed to these views; that the con- 
ditions under which assurances with them are forfeited are nearly 
as severe as they were in the olden time ; and that these conditions 
are occasionally enforced with little less rigour now than they were 
then. As the practice of Life Assurance Companies on these 
points is of the utmost importance, both as regards their own in- 
terests and that of the public, we propose to review, briefly, the 
conditions under which contracts with them may become liable 
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to forfeiture — to examine into the justice and propriety of the pre- 
sent practice with regard to them — and to see whether they can, 
to any extent, be ameUorated without injury to the interests which 
they are intended to secure. 

The first cause of forfeiture which we will notice, then, is, non- 
payment of the premium within the stipulated time. There are still 
some few Companies, we believe, which would decline to receive a 
premium, even one day after the term of grace has expired, without 
proof that the life assured was in good health. Most of them, 
with such proof, would allow an assurance to be renewed long 
after the time of its having lapsed; but almost all, we think, 
would decline, should it appear that the health of the life assured 
had much deteriorated; so that an assurance, of ever so long 
standing, may thus be vitiated by one act of negligence. Foi'- 
tunately, it happens that those who hold policies on their own 
lives will generally be more cai-eful in illness ; but this favourable 
circumstance does not exist where the life assured, as is very com- 
monly the case, is wholly unknown to the owner of the policy ; 
and instances have arisen under these circumstances, and, no 
doubt, will continue to arise, in which the assured are placed in 
a position of considerable hardship. On the other hand, it is well 
known that a much more liberal construction is put upon such 
cases than was formerly done, and we believe it is greatly to the 
interests of the assurers themselves that there should be. It must 
be remembered that they sustain a very small amount of damage by 
an irregularity of the kind in question, and are really placed in no 
worse position when they have condoned it than they would be had 
none taken place. By not condoning, it is true that an immediate 
pecuniary advantage maybe secured; but it must be borne in mind 
that no such advantage is contemplated by the constitution of 
Assurance Companies, and that it must, in the end, be greatly 
outweighed by the discredit attaching from such incidents to the 
practice generally of life assurance. These remarks are, of course, 
inapplicable to such cases of avoidance as arise from the wilful 
omission to keep up an assurance. Where such intention can be 
shown to have existed, there is no reason or excuse for condonation.* 
The next cause of forfeiture we may draw attention to, is, an error 

* We may remark here upon the question mooted recently, as to the insisting on 
payment of the premium within the days of grace notwithstanding the decease of the 
life assured whilst they are current. We can hardly think that such a stipulation would 
be seriously insisted on. By the death of the assured the contract and all its formalities 
are at an end. The sum assured becomes payable, and is held by the directors of the 
Company for the legal claimant. They have, therefore, the means of paying the premium 
themselves; and, as it seems to us, have no one but themselves to blame if they do not. 
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in the declaration. Legally, an error or misstatement in the decla- 
ration, though ever so innocently made, is sufficient to vitiate an 
assurance. Thus, a statement that the age is less than the real 
one, or the omission of a reference to a medical man who may have 
attended the life assured in an illness, will be looked upon, in a 
court of law, as fatal to the contract. Almost all the Companies, 
we believe, have long ceased to take advantage of unintentional 
errors of this description, and no great apprehension on this score 
appears to be felt now by the public. Some modern Companies 
have announced that no error whatever shall operate prejudicially 
in this way, but have refused to pay claims on the ground of inten- 
tional misstatements notwithstanding — the compact being clearly 
nugatory, and such an one as by no means commends itself to the 
good sense of the public, if we may judge by the very limited success 
with which the promulgation of it appears to have been attended. 

A third cause of forfeiture is, the death of the life assured by 
suicide, duelling, or the hands of justice. This condition, we be- 
lieve, never applies to assurances effected by one person on the life 
of another. As regards those taken out by an individual on his 
own life, it is still very generally retained, and that notwithstanding 
the policy may have been assigned. A great many Offices, how- 
ever, forego it if the assignment has existed a given time (say 
six or twelve months) at the date of death ; and since it is hardly 
conceivable that a person can contemplate self-destruction any very 
long time before committing it, there seems reason to believe that 
the Companies are abundantly protected by such a clause, and 
that the public have no reason to complain of it. This cannot be 
said, however, of those few Companies which make no exemption 
in the case. The forfeiture of a policy from death happening 
under such circumstances years after it has been effected, is quite 
unjustifiable, particularly as the ordinary rates of premium may, as 
we know, be looked upon as including the risk. What has been 
said applies, of course, more especially to the act of suicide — the 
risk arising from death from the other causes mentioned is scarcely, 
at the present day, deserving of notice. 

The last cause of vitiation we have to refer to, is, the transgres- 
sion by the life assured of the prescribed limits of travel in time of 
peace and in time of war. So far as regards assurances effected by 
persons on their own lives, there is nothing to object to in con- 
nexion with the restrictions which the Offices impose on this score, 
unless it be in reference to the charge of excessive premiums for 
the extra risk thus incurred, and we believe there is little ground 
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of complaint on this head. That the assurance should be vitiated 
iu these cases by a transgression of the limits cannot be considered 
a hardship, since the assured must be quite aware of the conse- 
quences of the step he is taking, and, of course, has it fully in 
his power to avert them; but where assurances are not of this 
description, but are such as are effected by one individual on the 
life of another, the operation of the condition is occasionally severe 
and untoward. A creditor, for instance, who has insured the life 
of his debtor, or the mortgagee of a life interest, cannot be ever on 
the watch to guard against the aberrations of the life they have 
assured, and hence their security may be wholly vitiated at any 
time without their knowledge, and they remain in ignorance of the 
fact until it is too late to apply a remedy. The Offices themselves 
have felt this to be so great an evil, and so serious a discourage- 
ment to the practice of life assurance, that they have sought to 
mitigate it in several ways. The Scottish Companies, for instance, 
have intimated their readiness to issue what they call "unchallenge- 
able" policies — that is to say, they will, on application, after an 
assurance has been in operation five years, expunge the clause in 
question altogether if it appear that the applicants are acting with 
good faith, and that there is no likelihood of any immediate trans- 
gression of the usual limits by the life assured. There seems to be 
no good reason for selecting this particular term of five years ; but 
probably it has been thought that it suffices to give a good know- 
ledge of the character of the parties, and that the directors would 
be enabled, at the expiration of such a period, to determine with 
tolerable certainty whether such an exemption might be safely 
allowed. It will be observed, however, that there is no certainty 
in the outset that the exemption will be granted ; and that, in any 
case, it afifords no protection during the first five years. 

Another device resorted to for the purpose in question is the 
granting what is called a " whole world licence," in consideration 
of an extra premium, usually payable as long as the ordinary one, 
and varying from five shillings to five pounds per cent. This is a 
practice adopted by most of the Offices, and is, no doubt, effectual 
in its operation. The objection to it is its expensiveness — we know 
of no other. A third method is the allowing an endorsement to be 
placed on the policy, such as that quoted at page 27 of this volume.* 

* " It is hereby agreed, that, should the within-named A. B. go, without licence, 
beyond the limits prescribed by this policy, this assurance shall, nevertheless, remain in 
full force and effect, provided the assured, or his representatives, shall, within fourteen 
days of such event coming to his knowledge, pay the additional premium usually required 
for the risk incurred." 
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This is probably as simple and effectual a safeguard to tbe assured 
as can, under the circumstances, be devised. No expense is in- 
curred unless an extra risk be actually entered upon, and the risk is 
not in effect regarded as one till the assured has become cognisant 
of it. An endorsement of this description, it is true, is not allowed 
as a matter of course; indeed, it has, as yet, for the most part, been 
confined to such assurances as are made by one Life Assurance 
Company with another; but we believe the practice of allowing 
it is gradually extending to ordinary cases, and that, if asked for, 
no objection would be made generally to the grant of it ; since it 
is obvious that, were the intentions of the assured of a fraudulent 
character, very little advantage would accrue to him from the 
concession. In short, the merit of the arrangement consists in 
its affording material security to the policy-holder, whilst it throws 
little or no additional burden on the Company. 

From what has been said, it will, we think, be seen that the 
casualties to which the assured are liable are not very serious if 
the management of a Company be of a liberal and considerate 
character : where this is not the case, they become of greater im- 
portance. The tendency at the present time, however, is un- 
doubtedly in the right direction; and, as a much more intimate 
intercourse now obtains between the Assurance Companies than 
was the case formerly, it is probable that no such instances of 
oppression and hardship as have heretofore frightened policy- 
holders and everybody else from their propriety, will again be 
heard of. 

That there is more ground for this assertion than at first might 
be admitted, will be acknowledged when the proceedings of our 
friends in the United States are generally known. There, efforts 
are making which, in liberality and consideration for the assured, 
are, perhaps, in advance of the ideas commonly prevailing here. 
We have been favoured by Mr. Elizur Wright, one of the Insurance 
Commissioners of the Commonwealth of Massachusetts, with the 
following project of law advocated by them before the Joint 
Standing Committee on Mercantile Affairs and Insurance. It is 
in two sections, which run as follows : — 

" Section 1. — No policy of insurance on life hereafter issued by any 
Company chartered by the authority of this Commonwealth shall be for- 
feited or become void by the nonpayment of premium thereon, any further 
than regards the right of the party insured therein to have it continued in 
force beyond a certain period, to be determined as follows, to wit: — The 
net value of the policy, when the premium becomes due and is not paid, 
shall be ascertained according to the ' combined experience ' or ' actuaries' ' 
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rate of mortality, with interest at four per centum per annum. Four-fifths 
of such net value shall be considered as a net single premium of temporary 
insurance; and the term for which it will insure shall be determined accord- 
ing to the age of the party at the time of the lapse of premium, and the 
assumptions of mortality and interest aforesaid. 

" Section 2. — If the death of the party should occur within the term of 
temporary insurance covered by the value of the policy, as determined in 
the previous section, the Company shall be bound to pay the amount of the 
policy the same as if there had been no lapse of premium, anything in the 
policy to the contrary notwithstanding." 

On these the Commissioners remark : — 

" This was resisted on behalf of the Life Insurance Companies, on ac- 
count, among other reasons, of the alleged difficulty of determining the 
amount of insurance due under it on lapsed policies, although there is no 
greater difficulty in the case than attends any other question in life insurance. 

"Granting the certainty of a given law of mortality in its application to 
the business of a Life Insurance Company as a whole, and a constant rate 
of annual interest on investments, it becomes possible to assign a value to 
any individual pecuniary risk. The usual case of life insurance is, that the 
Company agrees to pay a certain sum at the death of the insured, in con- 
sideration of a constant or invariable annual payment during the life. But, 
inasmuch as the chance of the death occurring in any particular year of the 
possible life increases with the ago (though not as the age), the annual pay- 
ment or premium must be more than sufficient to pay for the year's iusni'ance 
in each of a number of the first years, in order that the excess, with its 
compound interest, may make up the deficiency on the last years. The 
accumulation of the annual excesses, at compound interest, constitutes the 
value of the policy, which is substantially so much of advance payment by 
the insured, on that part of the contract which is yet to be fulfilled by the 
party of the other part. If at any time the Company should be relieved 
from further risk, it seems equitable that it should restore to the insured the 
advance payment, or value of the policy. It is to be remembered that the 
insured, while his policy was in force, contributed his full share to pay the 
losses which occurred during that period. Hence, the Company cannot 
lose by his surrendering the policy, and withdrawing its value, unless we 
are to suppose that his vitality is more likely to be above than below the 
average, or law. Plainly, if the sounder lives should withdraw, and not 
he replaced by others equally sound, the basis on which the premiums 
were calculated would be disturbed, and the Company, with an experience 
of mortality greater than that of the law, would ultimately find its means 
insufficient to meet its liabilities. But if the business of the Company is 
kept good, by the accession of sound lives (and every Company is careful 
not to take any others without a compensating enhancement of premium), 
it is not easy to see how there can be any danger in allowing any one, 
who chooses at any time to do so, to cease paying premiums, and withdraw 
the entire value of his policy. In actual practice, the presumption that 
only the sounder lives will wish to surrender is not considei-ed as a good 
reason for withholding more than one-quarter or one-third of the value of 
the policy. From 66 to 75 per cent, of the value is paid to the healthiest, 
if the application to surrender is made while the policy is in force. Yet it 
has been the uniform practice in this country, and, till very lately, in Great 
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Britain, to make the whole value of the policy, as well as the right to 
further insurance, the forfeit of a failure to pay the annual premium on a 
specified day. Failure to pay premiums may arise, not only from confidence 
of long life, but from misfortune, imbecility of mind, preoccupation or un- 
avoidable detention. Hence the class of lapsed policies may embrace cases 
below as well as above the average vitality of the Company, and, conse- 
quently, there is less reason to justify the Company in withholding the whole 
or a part of the value from the holders of lapsed policies than from the 
holders of policies in force who wish to surrender. But, when we care- 
fully consider how the sense of vitality fails to correspond to the actual 
fact, and how much more likely the subjects of some of the most destructive 
maladies are to indulge in visions of longevity than the tenants of sounder 
constitutions, we can hardly believe that the average vitality of the holders 
of lapsed policies ever has been, or ever will be, appreciably above the 
average vitality of those who remain. If so, the resources of a Company 
would not be impaired if it were required to give the holder of a lapsed 
policy insurance to the full amount thereof, for such further term as the 
value of the policy at the date of the lapse would bo sufficient to pay, due 
allowance being made for the expenses of the Company. 

" In the following table, applicable only to whole life policies on which 
the premium is payable annually, the value of the policy is regarded as a gross 
single premium for a temporary insurance, that is to say, a premium which 
is 25 ,per cent, larger than the net or mathematical premium, for the sake 
of providing for expenses and adverse contingencies. The object of the 
table is, to give, in years and days, the additional term for which such 
premium will pay for insuring the sum named in the policy on the same 
life. It embraces policies taken at any age from 10 to 69 inclusive, and 
extends to 40 premiums paid. Its use will readily appear from an example. 
Suppose a person who took a policy at the age of 25 has paid 26 premiums 
upon it, and has failed to pay the 27th when due. If we find the age of 
25 at the top of the table, and look beneath it against the number 26, we 
shall find 14 years and 146 days. This is the term for which the value of 
his policy at the time of the lapse is a sufficient single premium for insuring 
the amount of the policy. To explain a little, the value of his policy at 
the date of the lapse was 29'91 dollars per cent, of its amount. The net 
cost of insuring 100 dollars on his life at his present age of 51, for 14 years 
and 146 days, is 23-93 dollars. Adding one-fourth, or 5"98 dollars, for 
expenses, &c., we have 2 9 -91 dollars, which is the value of his policy. 
And why not give him all the insurance he has paid for? Taking lives 
just as they rise, or at random, any American Company would be doing 
rather better than it is now doing, by insuring at this rate. If it be true 
that the sounder lives would suffer their policies to lapse, under a law 
requiring the Companies to pay the sums insured in case of deaths occurring 
within the times given in this table, so much the better for the Companies 
than if the lives were worse. True, the Companies would lose the large 
profit that now arises from the forfeiture of the value, but that is a profit 
of pure gambling — a sort of profit from which, in other cases, the law has 
withdrawn its protection." 

We do not give the table above referred to, as the nature of it 
will be readily understood from the explanation afforded by the 
Commissioners, and as it would scarcely suit the Offices here were 
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such a system adopted. We quite concur in the fairness of the 
proposition made by those gentlemen, and think it does them credit, 
as does also the ingenuity with which the plan is carried out. But 
it seems open to the objection, that disputes might arise, in par- 
ticular cases, as to the precise term covered by the value of the 
policy, and whether a death happened within the term or not — 
since claims might be made long after the term expired. Were 
this objection satisfactorily got over, it appears to us that the 
arrangement is just and reasonable, and might be properly carried 
into eflfect ; otherwise we should prefer the practice referred to at 
the commencement of these observations — viz., the retention for the 
assured of the value of his assurance for a certain number of years 
after its lapse; but, better than either of these plans, we should 
consider that mode of acting, which, when a lapse occurred, inquired 
into the causes of it, and freely co-operated in the restoration of the 
assurance, whenever it was found that such restoration was desired. 
—Ed. J. M. 



Treatise on the Medical Estimate of Life for Life Assurance.* 
iHE pi'incipal circumstances affecting the value of individual 
live, have reference to sex, age, personal peculiarities, habits, 
occupation, residence, family history, previous ailments, and pre- 
sent health. These are brought before the medical referee, in the 
printed forms of examination and inquiry adopted by Life Assur- 
ance Societies, in a series of questions calculated to elicit the in- 
formation required. In the present treatise they will be considered 
under several heads. 

Of sex, as affecting life, but little need be said. The slight 
difference in favour of the female is not of practical moment, and 
the peculiar functions and liabilities of this sex will be noticed 
subsequently. 

Age. — The medical referee has nothing to do with the actual 
proof of age, but only to remember that it is relative rather than 
positive ; and that some persons, from inherent weakness of con- 
stitution, bad habits, or other exhausting causes, grow old before 
the age of forty, while others, far advanced in years, are virtually 
young as regards effective performance of function and vigour of 
constitution. Where any great discrepancy exists between the 
real age and that apparent in the aspect, gait, and force, it will be 

* Extracted from the Amerkan Life Assurance Magazine and Journal of Actuaries; a 
periodical which promises to be of great interest and utility in the life assurance world. 
It is edited l>y G. E. Currie, Esq., U.S.— Ed. A. M. 



